\ * 



DOCOMENT BESOHE 



ED 2T0 <I73 . 

AUTHOR 
TITLE . 

' IHSTITDTION 

.SPONs' AGENCY 

» POE DATE 
NOTE 

EDBS PRICE 
DESCRIPTORS^ 



CI 030 



735 



Haxwell', Nan L. 

The" Impact of Preretirement Labor Harket Experiences* 
on Postretifeoent Sill-Being. 

Ohio State Cniv., Columbus, Center for Eu man Resource 
Research. - , * ' 

Employment an'd Training Administration (DQL) , 
Hashington r > D-C. 

Jul 81 , • , 

22p. ' ■ \ 

HF01/PC01 Plus postage. • ' . 

Aging (Individuals); *Economic Status? *Enplcyment; 
Income; In£luenc<*s ;" Jop Satisfaction : *life 
Satisfaction: Bales; Cider Adults; *£uality of Life; 
Research; *Retirement; Retirement Benefits; *Security 
, ("Psychology) ; Hell Eeing; *Work Experience . 



ABSTRACT 



f, 

A study was conducted to determine 
factors influencing one's psychological well being 
security after retirement. Research was found "that 
hypotheses that a worker's employment ^ earnings, 
71a lor force gfeatT.y affect 
for labcr force withdrawal 



labor- market 
and cccncttic ' 
supported the 
and industfy in the 
a retirees financial position; the reason 
influences economic position and outlook 



S©ci A 
was eeasurea 



toward life: a positive relationship exists between income ajid life 
satisfaction: and health problems and job satisfaction influence life 
satisfaction after retirement. Data were drawn from the older men's 
■cohort of the National Longitudinal surveys of work Experience. A ^ 
logarithmic function of the income received from pensj.cn and 
Security was used to measure income, tife satisfaction 
by response -to a question- regarding "how happy the respondent was with 
his life. It w'as found that workers with successful later market 
experiences were likely to have a better financial situation in 
retirement that was -transmitted into greater life satisfaction.' 
Whites appeared* psychologically af f ec€ed b.v job loss, while blacks' 
ties to the labor market were purely financial. Life satisfaction was 
n-ot reiated to the comparison of retirement to preretirement income 
but was related to the ^absolute^le vel of income after /retirement. 
(T-htvee tables are appended.) (YLB) 
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Through the 'implementation of Old Age Survivors' Disability and Health - 
Insurance (OA'SOHI) our Society has set forth the policy that an individual who 
has devoted a large<portion of his life to labor should be ab-le to spend his 
later years in retirement maintaining a comfortable standard of living. This 
goal is. further reinforced in the private. sector by providing pensions to - < 
workers who have faithfully served their companies'. Between public and . . 
private support, a worker is frequently able to withdraw from 1 the labor force 
once he r.eaches his sixties with Income "sufficient to live a comfortable 
life. However, a relatively large proportion of the elderjy are living bel^ 
the poverty level. In 1977, of' those persons 65 and over , .1 1.9 percent of the 
whites and 36. 3-percent of the Macks had incomes below the poverty level 
(O.S. Bureau of 'census, , 1979) . With the exception of^those under- age 14, no 
•other-age group, faces' such low income level's. AVternatWe measures of poverty 
: S how that one-fourth of all aged "families hav<f inadequate 'levels of resource 



and that by most definitions, poverty among the elderly is understated (Kofi, 
1979). Thus,' even though society desires comfortable living fojr the aged, in 
reality the goal is only realized for .a portion of the population. ^ 
■ Poverty .is but one problem facing the elderly. The loss of status, 

' prestige, and, frequently, the principal' reason for being-a job-can be a . ^ 
traumatic occurrence. Socio -psycho logical literature shows that retirement is 
a stress^! life event and often results in unhappiness, Toss of usefirl \/ " 
feelings, and nostalgia for one's job (Palmore eWl/1979; Atcbley, 1975). 
-Therefore an individual enter ing" retirement must worry about psychological 
well-being as' well" as- financial status. 

While psychoTogical well-being and' economic security after recent are 
'correlated (Heidbreder, 1972) it is also likely that they are associate/ to 

' some extent with aspects of one's earlier work experiences. This study is an 



attempt' to pull together the laber market /actors influencing one's 
retirement. It first deals with the factors influencing a retiree's income* 
and then looks at the factors influencing a retiree's satisfaction with life. 

t ^ • 

WORK -AND RETIREMENT 

The major sources of income for retired individuals are Social Security . 
and priv.ate pensions/both of which are directly tied .to an individual's- 
experiences while in the labor market. 1 Social Security .is based on the 
average monthly earnings of the Worker while pension coverage and availability , 
differ by industry (Kolodrubetz and'Landay, 1975^Beier v 1971} and vary by - 
earnings and length of company service. Hence, a worker '^ employment, 
earnings and industry while.Vthe labor force should play a major role in a 
"retiree's 'financial position once out of the labor force. Past -research' lends 
support to^his hypothesis. Henle (1972} finds that the Elation between a 
person's benefits at retirement and his preretirement earnings (replacement* 
ratio)' varies by marital status, age at retirement, sex and ^industry: 
married man*retiring at ^ age 65 .under* a private pension pi an -replaces at least 
,60 percent .of his earnings,' but a sirigle man reti>tpg at age 62 not -entitled 
to any private pension benefits, replaces only 20.-25 percent of his income;. * 
Schultz et al (1979) calculate replacement ratios 'of pension p.lans for several 
industries-assuming equaT earnings and- -length- of service-and find • _ . 
replacement ratios as high as 34 percent in the financial, Insurance, Trea] 
estate, 'communication and utilities industries and as low as 15 percent in .the 
'service industry. Unfortunately, neither study employs techniques which ) 
.'control fbr other factors affecting' postretiremen!: income.' Schultz et%l only 
account for pension income and fail' to account »fw early retirement while 
Itenle does not account for job' tenure. , . 



■ - Earnings, length of service, /and indusW are not the-only. labor market 
factors that could affect a work'eU retirement income^ There is Vsegment of . 
the population who are forced to withdraw from the labor force because of poor - 
heaWb or because wprk is not available" Ej.en though these workers are.forced . 
from th V e labor fore*, their relatively advanced age leads society -to classify 
them as retired. * Because many of these individuals probably have had previous 
•unsuccessful "labor market experiences,' there is no reason to expect that they., 
will nave successfuT retirement experiences. That >s, because of their ^ 
tenuous relationship wijth 'the labor market they have not built up seniority' * 
with <* company, have fcad low earning levels, .and hav_e not been able to save ^ 
money for retirement. Therefore, 'when these t^ividuals. "retire" from,the . 
labor force they are. forced to take reduced Social Security benefits at age 62 
'(assuming they are eligible), and sm> pensions, if available; furthermore, 
" these individuals are unlikely to have savings^ other assets to fall bacj^ ' 
on-. Another group of individuals are forced >nto retirement 'because of • . 
company compulsory retirement plans. These individuals do not hive a tenuous ■ 
- relationship with the' labor market; in fact they may have strong company 

ties. Thus, in terms of ^retirement income; these involuntary retirees may 
% be more like voluntary retirees, controlling for tenure*. ■ >\ 
' Research supports the hypothesis that tjie reasp^for labor force 
withdrawal influences ones economic .ell-being wrileJn retirement. Epstein 
' (1966.) fi^ that many of the early fecial Secu/ityl cUimants ar.e forced to 
take the lc^r benefits because of. t|e need to' .supplement already low 
earnings. PaVnes and Nestel (1981) f1 nd, that % replacement ratio. Offers 
from 'about 55 percent for men who,retired voluntarily. a.t age 65 to 29 percent 
for men who retired earlier becaus'e of health rea^s. Unfortunately ^either 
study^mployed multivariate techniques which contrdl for factors other than , 
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reason -fa; retirement.. ..Therefor e,' a lthough the - reason 'for an individual s 
leaving the labor force appears to be *n Indicator** his.f inancial^osUlon ^ 
once. he is' considered J!rjLtjrj^ is needed to determine the ^ : ^ 

nature of the relationship. _ ■ , - t 

Npt only will the reason for retirement influence a. worker's financial 
position after retirement but it will a Ho affect his outlook toward life, one* 
"he has "retired." Individuals who 'voluntarily retire from labor market . % t/ 
activities .are -likely to be more satisfied with their life than those who were 
forced from the labor market' beckuse of health, lack of 'job.opportunitif s or a 
-company's compulsory retirement plan .^Voluntary withdrawal from the labor ^ 
for;ce indicates a complacent attitude^ but withdrawal from the labor force. 
be*ause*o? reasons outside one's. control may intensifyffeelings^of 
helplessness and isolation which may-transmit into dissatisfaction with 
life. Again this hypothesis is 'supported by Parties aog Nestel, who find a ( 
greater percent of .those men voluntarily retiring from the labor force happier 
with most "aspects x of their life than those men who retired because'of .health 

^qr because of company plans . t 

• Vue couM argue that those who retire voluntarily will do, so only/because. 

. their income level requires little change in- their standard df living while . 
those who retiri ^voluntarily may or may 'not have' sufficient income: for 
living; thus /is income which is the determining |Y actor 'in life satisfaction 
after, retirement." This argument in turn raises the" issue of the fmportance of 
relative. vVsus absolute income in determining poSfcetirement s-atisf action.. 
The "relative income hypothesis" would- argue that life' satisfaction is a 
function of the change" in one's income, i.e., the amount of pdstretirement . 

income -one has relative to preretirement income. TM^Sontracts the 

hypothesis wHich states th at. 1 if e satisfaction is a furfction of the absolute j 



va^ue of income, i.e*, the actual amount of post retirement. income received. ;■ 
The "relative*, jncome hypothesis 4 ' draws theoretical support from the ^ concept^ ' 

n relative- deprivation *nd comparison of standards. That is, an individual with 
an adequate absolute income level can have a sense of feeling deprived because 

" hi s-comparisons are mth other persons or groups -whose income is higher; 1 this 
" same individual jnay not be' objectively deprived in the sense of lacking 
certain things. Analagously when- a person reaches retirement and hisN^ncome 
is'reduced, his comparison may be his income level prior to his labqr force 
withdrawal. Because of this comparison, two retired individuals having the 
same absolute- level of income may hotbe equally happy since the income is a ^ 
smaller proportion af preretirement Income for one-. On the other-hand,' they* 
may be equally happy because they are receiving the. same amount of^absolute 

• * 

' income. ' 

Numerous studies Support the positive relationship between income ^.and J 
life -satiWacMon for the aged. Chatfield (1977) found that there is lower 
' satisfaction from loss of income than from loss "of one's job while Donneiiwerth 
et al ^1 978) found that race differences are negated when controlling for 
'income.. Spreitzner and Snyder; (l?74);found that "economic sufficiency" and 
health were the strongest predictors of 'life satisfaction among the aged. 
• Unfortunately, with the exception of Spreitzner and Srfyder; the- studies were 

conducted using regional samples and were analyzed without controlling for the- 
. numerous other factqrs influencing life satisfaction. . ( 

•While income; however measured, is one component of life satisfaction ^ 
* there is evidence'of a number of factors all working' to influence 

m 

satisfaction.- Health problems -have.^been found to be, a major factory 



l ?or extensive discussioia'of relative deprivation and comparisons see Runciman 
(1966) or Morgan (1968). 
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'•\ - dnfluencin 4 nte satisfaction (Snider, 1980; Edwards and Klenmack, 1973). . 
* Also-while in the >abor force, work can be a large part of anvorkers' life and . 
' ' ■ 'it can be a source of status and satisfaction (or dissatisfaction). When a 
J ■ worker retires from the labor force much of th4 is removed. 'If a worker- has 

■' -'gained status through his job, was satisf ied'with his job or if bis job was an 

' important part of his fife, the lo.ss of that -job at retirement may be more- • 

- Vikely to lead to dissatisfaction. On the other hand, job satisfaction may be 
'.indicative of a person -happy, with 1 if ejn general, and thus, a man .happy with 

■ / his job;may centinue to be happy with his life even after retirement. Even , ' 
though previous studies have found linkages between a.retirjee's life 
' satisfaction and income', status, route Retirement, and health, they have 
not' looked 'at these effects net of the other effects. ■ 
- \ ' 

DATA AND' METHODOLOGY ^ ' 

• The data used in this study are drawn from the older men's cohort of the ■ 
~" National L'ongitudinalJSurveys of Work Experience. 2 In order to be part of • 
' this sample a man musTliave been 'interviewed in 1978, apd retired for at least 

- one year prior to 1978 3 --the year the postretirement data are drawn-so as to 
.' ' • exclude men"who'ha*e only been retired a short time and thus have not yet 

*' fully experienced retirement. A .person is considered retlred'lf he responded . 
affirmatively to the question "Have you ever retired from a job either 
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2Thi/ 5 urvevx which initially included interviews with a nationally 
reSksStltfce sample of about 5,000 men aged 45-59 in 1966 Jas repeatedly 
XrWd respondents through 1981. .All data are weigjited'to reflec.t the 
national population. For a complete discussion of the weights and data see 
The National Longitudinal Surveys Handbook . % 
3to the extent that retirees who have died prior to 1978 differ in terms of 
satisfaction with life or, income the sample is biased.- However assuming the 
loesses are the same for those who, die early, sample-biases .of this type .were 



voluntarily or involuntarily?" 4 In 1966 respondents were asked: & b'attery of 
questions about the longest job they held. However, the psychological 
questions, 'job satisfaction and^he importance of work, and hourly rate of U ay 
were\ske* only in that' year. 5 Therefore,™ order-jo get psychological job.- • 
information and wage data, it was necessary tt> further, restrict the sampled 
those who retired after -the^ 1966 survey. • 

To measure pension and Social Security income a logarithmic, function of 

' \ 7 

the amount of income. the retiree received friom pension\and Social Security * 

was uS«d. As shown in Table l; income from thesfe sour ce\accounts for a large 
percentage of a. retiree's income. Pension and'Social Security income account 
for about 77 percent of a white retiree's income and 86 percent of a Black . 
7ferrreel^ income, with 85 percent of the retirees receiving some Social 
Security income anTc^JjMiaJf receiving pension income. 

Life satisfaction is measured^n^he^jguestion "Overall, how happy 
would you say you are with your J if e.?." If the reTp^eTrt^lied that he. was, 
very 'happy lie was coded 1; if he replied" somewhat~h>py or unhappy he w 
codedO: Table 1 s'hows'that about half the retirees" were very happy with 

/ , 
— iargely negated through the use of multivariate analysis. 

4 Self reoortinq of retirement is but one way of determining a man's labor 
market status It has the disadvantage of including those men who returned to 
work after they "retired" but has the .advantage of looking at an • 
1 Sacterist?cs of § all men whd hav f ever retired from a job. By using the . 
* self report definite I have included all men potentialiyeligible for . 
pension ^ Social Security benefits and have not -excluded a nonrandom group of 
men because they returned to work. t - 

5 For most 'respondents 1966 job was also the longest job, hence job ™P°^ ance 
job satisfaction, and hourly rate of pay were are obtained for the longest 

job. . t ... 

6 The~ log'arithmiXfunction is used in order to discbunt intervals between 
relatively high Kevels of income. ' A '\ . 

^The question on Social Security income asks how much income the respondent 
received from Social Security or -Railroad Retirement; hence, analysis is 



the«ir life wbi]e ^bou 



t half expressed som^y level" gf unh©pitfess. 



! Since retifemenY benefits, are usually based on length; of -time, spent with 
an employer.. the job wit likely* influence an Individual in retirement's 
the* longest job<held sinceMeaving school. Although it could fe argued'that 
the occupation one holds wouWhave the greatest Impaction retirement, both / 
financially and psycho logical ly\indus try variables arc* used to predict 
financial success. In retirement, b\occupat1onal status is used to predic^ 
psychological satisfaction. This differentiation was done in an attempt to 
control for pension benefits, -which ofte\differ by industry whi^e the 
occupation one.holds becomes more relevant when discussing life happiness 
because it is the occupation and not the industry which determines one's ^ 
prestige in the labor market. In short, it is- th\occupatiqn -that gives a 
his Identity in the labor market--an identity which Removed upon , , 

■retirement. \ > \ 

,m .order .to capture further the availability and 'amount of pension 
income,' tenure at' longest job, hourly rate, of -pay, percent of^ndustry 



man 



Since 



unionized 8 , and education are included in the income model 
ojonization data for 'the longest job are not available 'ori the NLS\the 
perce^^"^h^idustry uoi<j>nwed in 1970 was used (Freeman awLMedof^ 
1979). Education iTfncTWe^^ occupation/status 
differentials in 'pensions'.- A seTie^^T^^ (coded 1 if 

respondenJas the characteristics, 0 if not^Te^for retirement is 
includj/in both models in pr'der to, separate those retiring .bieause^a 





actual Ty^T a compi lation of Social Security and Railroad Retirement 'income. 

8 D ata for wages were not available for ingest job, hence hourly rate of pay 
for current or last job as of 1966 was used. Unionization data ft 0 ™ 1 *™^ 6 
sed because the effects of unionization is throughjension negotiations and 
i! waslelt that union membership prior to retirement would capture that 



compulsory retirement plan, health reasons, or labor market reasons/ronv those i 

• , 9 '* ' ' { 6 

retiring voluntarily.* . * , v 

jtealth and marital status are important predictors of both ltfe 
satisfaction and- postretirement income. Health impairments limit both work 
and nonwork activities; life satisfaction may be .diminished because of 
restricted activities, and income may be restricted because of the'inability . 
to gain labor market income. Married retirees may not feel as much isolation • 
as t'heir., unmarried counterparts, and marital partners 'provide another % 
potential income source.. Hence health impairments Should reduce life 
satisfaction and income while being married should increase both satisfaction 
and^ncome. 

To test the relative versus actual income hypothesis life satisfaction 
equations were run twice, once using a ratio of postretirement income to 
preretirement income and, a second time using postretirement income as 

• * * 

independent variables 10 .' Preretirement income is defined as income received 

' * # 

during 1965. In order tp control for the differing situations faced by blacks 

and those retired for only a short period of time, length^of time retired and' 

t * K 

race are included in the models. > • . , 

The following functional specifications 'are utilized: . \ , 
(1) In Y^~f(Tenure, Agric,' Mining, Fire, Service, itartsp, Trade, PA^, Mfgd, 
* Mfgn, Hth, Comp, \joblos, Wage, Union, Educ\ Msp, Black, Length) 



9 Retirees.were classified on the basis of their answer to the Question 
*did you retire?". If they did not answer the question or they saicVtney 
retired volyntaily, they were hand edited to see if they had a history of 
joblessness or health probl^s. If Joblessness or health problems appearedjn 
-theV past they were recoded. . , 

' * '» *~ 

10 TheWprtoons were also run with both relative income -and, absolute- income in 



V . 



(2) Satis = g(Duhcan, Hth.; Comp, Joblos,^ Jsat, Jimp;, ReththY Income, Msp„ 



eladk, Length) 



U) Satis = h(flurican', Hth, Comp, .Joblos, ,Jsat> Jimp,. 'Retyth ,'Wel , Msp-, 
f • Black,, Length) «" 



where: 
In Y = 
Satis- •= 
Agric = 

\ 

■Fire = 

>> 

MiOjng = 
• Service - 
TransR = 
Trade = 
PA = - 
' Mfgd = 
Mfgn = 



Hth = A dummy variable indicating retirement because^ of health- 



>/ - 



- f 

Log of postretirement income (1978) 

A -dumfny variable indicating happiness with* life ( 1978 v 

A dummy 'variable indicating longest job employment in *the \ 

agricultural^ industry . * " • A„ 

'A'dummy variable indicating' longest job employment in the' 

finance, insurance, or real estate industry , 

A dummy, variable indicating longest job employment in the* mining * 
..industry / • ( ^ 

A dummy v/rlablfe indicating longest job employment in the service 

industry • t - _ * i 

A. dummy variable indicating longest job employment in the 

ansportation, cofaoini cations, or public utilities industry 
A- dummy variable indicating longest job empl6yment in the trade 

industry ♦ • * - - 

A dummy variable indicating longest job employment in the public A 

sector * • 

A dummy variable Indicating longest job employment in the durable 

manufacturing industry , *. - . .- ■ 

A'dummy variable indicating longest job employment in the 

v t 

nondurable manufacturing industry v 



Tenure- = Number of years at longest job 
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'cfomp = * : 'A dXmmy variable indicating retirement , because of a compulsory, 

■ • ' • • v • ' • f 

plan\* • . ■ ; ■» . . _ . ' . - ' 

joblos = A dummy variable ''indicating retirement because of unemployment . 

Wage'= \ "Hourly rate of pay' at current -or last job ,(1966) •• 

Union = Bercent of industry of lorigejsfr.job unionized in 1970 ^ 

Highest grad£ completed (1966) • • # . .. 

Duncan "index. of /socfoecbnorfffc status -of- Tongest job > 

A dummy variable indicating health problems /1978)- t 

A dummy variable indicating married with spouse present (1978) 

A dummy variable indicating the respondents race 

A^wnmy variable indicating job. satisfaction (1966) , * • 

' « ' • " % ' * * 

A dumnTy variable indicating job importance fjp66) 

Postretirement income (1978) 7 

A rati of of 'postretirement income frl^fftfl to preretirement income 

► • ... r * 

(1966) 

<fember of -years since retirement '(1978) . : ■ 

' ' ' *'>.'. 

v . 

'Ordinary least squares (OLS) was" employed to analyze' the income models 
while-probit analysis was used in the life satisfaction models in order to 
avoid potential bias that/may occur using OLS with a^dichotomous dependent 
variable. The models, were also run separately for blacks, and whites because 
'blacks have different longest- job characteristics and individual 
characteristics' from whites (Thompson, 1979). * 



uc = 
Duncan = 
Rethth = 
Msp =■ 
B'lack = 
Jsat = . 

Income*- 
Increl *= 

Length" ■ * 
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FINDINGS * % 

In genera? WtelWibnship between work- and, retirement holds for both 
blacks and whiles j^h^ever "/the nature- of this relationship is vastly' 




4 



different for the -two groups, f >ble 2 shows that- although tefrare and' wage; 
exert a strong positive correlation with^ostretlrement income for. both 
groups; t.he-effects.of -ind'ustry, unionization .arid education 'differ 
drastically. ' For whites,- unionization and education are. positively chelated 
with postretirement income -showing the .strength- df umpns in perrsion ... 
negotiations, and the positive ro^le that status /occupation may have in 
'determining amount of 'pensions. However, for blacks, unionization and 
education are nof significant predictors of postretirement income but industry 
effects can be powerful. This could U due to the nature 'of the jobs held by 
bla,cks. That is, since unions are dominated by -whites, even'thpugh an , 
industry is heavily unionized a black man ; s pension^ coverage may be unaffected 
as he may be 'in a nonunionized sector of^the industry. ; 

'• . The aforenpty>nefr findings have shown linkages to postretiremen^ income 
of tenure; wage rate, and* route 'to re'tirement for both blacks and whites; 
; unification .and education for whites; and .Industry for. blacks .. 'Even though 
. specific variables' differ in their effects for blacks and whites, the • 

variables which arfe significant predictors, of postretirement income are also 
' " nk $ d toAgbor .market success. Thus, workers-with^-ffnancial success while 

working lliPnso the ones'whq have the most income coming-in during 
; ret'iremeiit. Those. men drifting fromfjob to' job while working or gO.jng through 
"spells of unemployment and'drifting into retirement are alsp the men who ^ 
receive the lowest- pecuniary benefits when retired. • . . 

" Table 3 shows .the impact .of the labor market on a-retir.ee^s satisfaction 
with life ^nd theinfpact of relative versus absolute changes in. income on 
retirement. ^The most striking finding is the support of the "absolute income, 
• hypothesis" and the lick of evidence for th'ef relative income hypothesis." 
^Pb^retirement.J-ncome is a'stropg positive-influence on life satisfaction. 
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".while.postretirement income relative 'to preretirement income is an 
^insignificant Victor of a retiree's life .satisfaction. Thus,; it, becomes" 
almost irrelevant to discuss replacement ratios when looking .at the recrement • 
experience since it is.'the absolute level of income^a retiree receives^ that ^ • 
determines his satisfaction with 'life. , ' . . 

' ' • ' Other hypothesized relationships betweeijwk and postretirement Tife 
satisfaction generally hold for whites but not for'b.lacks. Thjs may indicate 
that blacks are immune from the psychological carry over of laby force 
•experiences into retirement. For whites, importance of jotM<j negative 
predictor^ retirement- life Satisfaction indicating that the Jss, of a' job at / 
retirements critical to happ Iness 'for 'someone -to Mom work^ .important; 
Job satisfaction, on the other hand appears to be a better predictor -of a 
-person satisfied with 'life In general than a person who places a great deal of. * 
resources in his job. Being involuntarily retireed from thkjXor force 
•deters life satisfaction -only if one retires 'for health reasons. These men 
may have wanted to continue working but cannot because of deteriorating ' "* 
health.. Being forced from the labor market. because of compulsory plans w 
market conditions does ntft prohibit a man from working even though he is , 
"retired". As* expected, .health problems ^retirement create dissatisfaction 
with life probably because health impairments limit the amount and kind of 
activities a retiree can pursue. Retired workers who are married are ~7 * 
significantly happier with their ljrf* than those whb are not,' probably because , 
' * of their freedom from the sense of isolation brought" about by living alone.^ 
Occupational status while in the labor market is not significantly related to 
postretireWht life satisfaction. ' ^ 
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SUMMARY «AND CONCLUSIONS - 

'*^pp«er.- has demonstrated that arf^tiree's financial and psychological 
well-ijefng^Tetirement are determined, to a consider able extent, by hi>- 
activities while in the labor force.' ?oth black anVwhite workers with • . 
successful labor market experiences -long tenure with an employer, high wages,, 
•little history of ..unemployment, and n<r health problems-are likely to ,have a 
better financial situation -In retirement. This improved financial situation 
is transmitted into greater life satisfaction. 

• Evea though, po$tretire/nent psychological and economic well-being is • 
Ithked'to labOrWet activities, the effects differ for blacks and whites. 
vinVmen appear to be pscyhVlogically affected by the loss of a job. while a # 
blacK-man's postretirement psychological ties to"** Tabor market appear to be 
purely-ffnanc'ial . Financially white retirees Appear -to gain from union 
pension"' negotiations while black men rely on industry characterlstlcs-the^ 
unions direct influence is insignificant. • » 

One^df' the most interesting indirect effects of the linkage between one's 
labor market experiences and one's retirement experience is the lack of 
support for the "relative income hypothesis.'" That is, life satisfaction is " 
not'related to the "comparison of .retirement income to preretirement income but 
is- related solely to the absolute level of income after'Vetirement. This * 
^indica^Jhat the commonly used ''replacement ratios" are not the most 
Appropriate-variables to be studied when looking at a retiree's income if we 

are concerned with h»s psychological well-beinb; instead we s^o'uld be .locking 

r 1 

' at the absolute Jg'vel of his postretirement ^income. * • 

• -cm summary,. this' study has found that a retiree*; life in retirement is 
heavily linked'-tol'hiy earlier" labor Vorce experiences*. Because he physically 
' removes himself' from the labor market 'does. not mean that his actions while he' 



was.there are no longer a relevant- parfof his life. In- fact they play a 
rather large role 4n determining his economic and psychological well-being. 



> 
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Table 1 Analysis /of the Dependent Variables * 



Black 



White 



Total 



Mean Pension .Income jjp " 
Mean Social Security Income 1 
Percent of Total Income: 

Pension * 

Social Security \ 

Pension and Social Security 
^ Percent Receiving: 

* 

Pension Income 

Soci-al Security Income 

Percent Very flappy 



1936 
2986 



2650 

,3439 



V2592 
3403, 



'24.7" 


25.9 


25.8 


6U2 X 


50. 9, 


' 51.8 


85". 9 


76.8 

t 


85.9 


50.8 


\ 

■ 61-.2 


60.4 


85.1 


85.0V 


85.0 


43'. 3 


52.3 


k * 51.6 


-"£00 


983 « 


1384 



f 



\ 
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Table 2 Ordinary Least Squares Results for Income Equations < ^ 



Ednc 



Trade 

Fire 

PA 



I ISg r ' BTaek White 

" • * 008 .013 • .oir 

• Te^re • - -™ (4>2g) (5.04J 

Uan . .001 .0.004 .0004 

" Wage '* . • (6.61) ^ (4.98) (6.20)" 

" .019 .034 .033 

— " . (1.9(tf (4.34) • (5.19) 

400 -.093 -.061 

' 9r1C - ~ .(2 01) (.56) • (.5|) 

, •'' 549 -.227 -.176 

Mtnr\ .409 . -.013. -010 

Mf9d ' . • . (2 99) (.15) (-14) 

, „ * K 260 ' -.006 .003 

TranSP , d-60) • (.05) - - (.03) 

. .428 .098, .123 

. (2.16) • (-83) (1-25) 

_ 012 .214 .233 

.(.02) Kl.33) (1.70) 

.650 . .403 . .425 

(3.76) (3.53) , .(4.49) 

157 .100 " . -.078 

Mfgn (IM) /d.Ol) (--54) 

e • " - 326 .057 * .077 

- SerV1Ce ' (l'.75) ' (.44) . (.73) 

W Hth' "" -237 . -.003 -.030 



N 



} 



Hth .(2.84) ' • (!05) (-65) 

. - • 064 .065 • -.0*61 . 

Com P * ' (67)' d.03) (1.18) 

. ' - 4'28 - -.291 -.298 

Joblos • ( 2 46) (2.47) (3.07) , 

.* * A (iS> ' <i:8jjr 

one. 242 -241 

MSP ' •.- -'^(2.57 ' (3.75) . (1-60) 

Black " (.72) 

Constant ^ .7.12 *.6S -.7.63. , 

R 2(adj)' < } . ,.353 *-254 ' .273 ' 

7 P - " \ 9.91 , _13.28_ 19.66 



296 * 649- . 945 



t-statistics in parenthesis 

Note: The omitted category for the industry dummy variables is . 
employment in the construction industry. About 9.5 percent of the 
samplfwas employed in that .industry for their longest job. . Only 
wage and ' sal ary workers are in this sample. • j 



Table' 3 Trobit Estimates ^or Life Satisfaction 



Independent 
variables, 

Hth 

Comp 

a 

Job 1 os 
Jsat 
Oimp 
Rethth 
Duncan 

1 

Msp 
Black 
Length 
Income 
Increl 

Constant 
N 



81 



ack 



-.227 
(1.27) 

-.229 
(l.t)8) 

-.188 

(.24) 
.164 

(1.P7) 
-.084 

•(.52) 
-.432 
(2.31) 
■ .004 
(.69) 
.122 
(.73) 



-.028 
(.94) 



-.004 
(.15) 



,332 
303 



r 



White 

-.506 
' .(4.07) 
-.086 
- (.60) 
.035 
(.07) , 
' ■ .470 
(4.58) 
-.244 
(2'. 14) 
■ -.372 
, (3.23) 
•,.002 
(.70) ' 
'.746 
(5.08) • 



f .006 
(.29) 



-»0Z6 
<.33) 

.139 
. 707 



Maximum Likel.ihood 
Total 

-.473 
(4.60) 
.-.110 
(.93) 
-.041 
(.10) 
.432 
(5.Q7) 
-.221 
(2.34) 
-.388 
(4.05). 
-:00.2 
• .(.63) 
.655 
(5.56) 
-.075 
(.50) 
-.003 
(.18) . 

-.025 
(.37)' 

-.048 

1010 



Asymptotic t-statistics in parentheses. 



Estimates 
Black 

-.099 
(.54) 
-.140 
(.65) 
-.311 
(.83) 

.124 
(.80) 
-.027 
(.16) 
-.410 
(2.21) 

.001 
(.23) 

.039 
(.23) 



-.Q30 
(.99) 

.0006- 
(2.67) 



-.035 
^303 { 



W hite 

-.474 
(3.77) 
-.076 
(.52) 
-.128 
(-.50) 
' .478 
(4.67) 
-:251 
"(2.20) 
-'.361 
(4.57) 
-.003 
(1.19) 
.730 
(4.93)' 



.007 
(.30) 

.00001 
(1.65) 



Total , 

-.439 
(4.21) 
'-.098 
(.82) 
-.151 
(.71) 
.438 
'(5.46) • 
-.227 
(2.41) 
-.379 
(3.95) 
-.002 
(1.24) 

.636 a 
(5.35). i 
-.056 - 
C37) 
.004 
(.24) 
.00001 
(2.03) 



-.233 -.147 
707 1010 
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